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Directors’ remuneration and judgment of definite liability
Masashi TANAKA
This paper studies judgment of definite liability on directors’ remunera-
tion in taxation.
Under the Corporation Tax Act, the tax base of corporate income tax to be
levied on a domestic corporation shall be taxable income for each business
year. The Special Taxation Measures Act provides certain special measures
for specific policy objectives.
Taxable income of a domestic corporation for each business year shall be
obtained by deducting “the amount of gross expense” in such business year
from “the amount of gross revenue” in such business year. In principle, the
amount of gross revenue and the amount of gross expense shall be calcu-
lated in accordance with the Generally Accepted Accounting Principles.
Though the tax laws require or allow some adjustments in corporate profit
before taxes as shown in the profit and loss statement in arriving at taxable
income.
For example, in computing taxable income for each business year, ex-
pense other than depreciation for which liability is not definite by the end of
the term shall be excluded.
Accordingly, directors’ remuneration which liability is not definite by the
end of the term is excluded from expense in computing taxable income. It
is important for taxation when directors’ remuneration is definite.
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